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SUMMARY

Sprint supports the allocation of spectrum for PCS services
and the Commission’s goal of promoting rapid deployment of these
new and innovative services. In Sprint's view, if the Commission
adopts policies based on the comments of some parties, the
Commission will not realize its goal.

PCS will be optimally deployed if three 30 MHz PCS licenses
are granted rather than fragmenting the available spectrum into
smaller 20 MHz slivers that are likely to support only niche
services. Further, rapid deployment of PCS is most likely
achieved if MSAs and RSAs are the basis for the license scope.

To optimize competition, non-dominant cellular providers
and their affiliates should not be precluded from participating
in PCS in areas where they offer service. Up to a 30 percent
proportional market interest in cellular should be allowed before

PCS eligibility is affected.
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REPLY COMMENTS OF SPRINT

Sprint Corporation ("Sprint"), on behalf of Sprint Com-
munications Company L.P. and the United Telephone companies,
hereby respectfully submits its reply comments in the above cap-
tioned docket.

I. INTRODUCTION

Sprint, in its Comments, supported the Commission’s proposal
to allocate spectrum for personal communications services
("PCS"). Sprint encouraged the Commission’s policy to adopt
regulations that would promote rapid development of PCS and pro-
mote competition.

Sprint asserted that: 1) proposals to allocate less than 30
MHz of spectrum per license are inappropriate and will result in
the provision of only niche PCS services; 2) because 30 MHz of
spectrum per licenses is required, no more than three licenses
per market are appropriate; 3) the Commission’s goal of rapid

implementation of PCS services tailored to meet the needs of all



consumers is best met by MSA/RSA license areas; and 4) license
eligibility should promote effective competition by applying a
"control" test that allows parties owning minority interests in
cellular licenses in the same area to be eligible for PCS
licenses.

While relying on its initial comments, Sprint further ad-
dresses the proposals of other parties that, in Sprint’s opinion,
do not facilitate achievement of the Commission’s goals.

II. 30 MHZ OF SPECTRUM IS NEEDED FOR A
FULL-FEATURED PCS SERVICE

Two diverse opinions on the amount of spectrum needed per
license surfaced in the Comments. Some parties championed the
use of 20 MHz of spectrum per license;l others noted that more
than 20 MHz is needed by a licensee to provide a robust, full-
featured PCS service.2

A primary problem with the allocation of only 20 MHz of
spectrum for PCS is the interference that can be expected from
microwave users of the same spectrum allocation. Because micro-
wave users will not necessarily be forced to relocate, the spec-

trum that is allocated to PCS will be shared spectrum. As PSC

1. See e.g., AT&T Comments, Bell Atlantic Comments, Comcast
Comments, GTE Comments, McCaw Comments, and USTA Comments.

2. See e.g., APC Comments, Cablevision Comments, Cox Comments,
MCI Comments, PCN American Comments, Sprint Comments, and US West
Comments.
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licensees design their systems to work around current microwave
users, the efficiency with which the allocated spectrum may be
utilized is diminished.3 As a result, Sprint believes that at
least 30 MHz of this joint-use spectrum is needed both to equal a
lesser amount of clear spectrum that is unencumbered by joint use
and to approach the utility of the 25 MHz of spectrum allocated
to cellular licenses.

PCS holds the promise of exciting, new services. However,
these services may not develop in a competitive arena if too
little spectrum is available to each licensee. The risk that
allocating too small a spectrum range carries is that licensees
will not have sufficient spectrum available to deliver a full
range of robust and feature rich services to the mass market.4
Rather, each licensee will be forced to limit its offerings to
niche services or consumer segments that are compatible with its
20 MHz sliver of spectrum. Competition would be hampered because
each niche player would be incented to target at a different
niche.5

Deployment of only niche PCS services will neither maximize

consumer welfare nor promote low cost provision of the service.

3. See, Cox Comments at 5-10, Revtel Comments at 3, Time-Warner
at 5, and MCI at 5.

4. See, NYNEX Comments at Note 26 where NYNEX notes that the
"majority of services now under examination by experimental
license holders require 20 MHz or less." Each of these
experimental niche services may thus use 20 MHz and may prevent
the emergence of a full-service provider of PCS.

5. See, Cablevision Comments at 7.
—-3-



Niche players do not provide the full-range, multi-faceted ser-
vice that will meet the needs of the largest number of sub-
scribers. Rather than targeting a small, "elite" group with high
cost niche services, full-service providers can offer PCS ser-
vices to the wider public and achieve the economies of scale that
will make low prices a possibility. This, in turn, will force
other full-service providers in the market to make low prices a
reality.

Because a robust service provider meeting the needs of a
broader market will require more than 20 MHz of spectrum,6 an
under allocation of spectrum will lead to competitive failure,
and thus, a failure of the Commission to achieve one of its pri-
mary PCS objectives.

For all these reasons, Sprint continues to support the al-
location of 30 MHz of spectrum so that more full-featured PCS

service providers will develop and will compete directly with one

another.

6. Technically, 20 MHz of clear spectrum might be sufficient to
provide full-service PCS. However, the cost of providing
full-service PCS over only 20 MHz of spectrum will be prohibitive
because of the larger number of cells that must be deployed. PCS
providers might not be able to cost justify deployment of
sufficient infrastructure to offer full-service PCS. As a
result, niche services that do not require the very high level of
investment necessary to provide full-service PCS on 20 MHz of
spectrum will likely be all that is deployed. If more spectrum,
such as 30 MHz per license, is allocated, the infrastructure
deployment cost drops and the likelihood of the emergence of
full-service PCS providers increases dramatically.

—4-



ITI. THREE LICENSES PER MARKET ARE APPROPRIATE

Closely associated with the need for 30 MHz of spectrum per
licensee is the number of licenses per market. With only 140 MHz
of spectrum being allocated for PCS, three licenses for PCS are
appropriate, using 90 MHz of the total of 140 MHz available. The
remaining spectrum should be used for unlicensed uses7 and some
held as a reserve for future uses.8

The Commission has stated its preference for viable com-
petition in PCS. Several commenters supported five PCS licenses

using the argument that the more competitors the better.9

Cable-
vision appropriately points out, however, that five licenses will
result in niche players without direct competition or adequate

spectrum.10

As discussed in II above, Sprint agrees with Cable-
vision’s reasoning on this point.

Wireless service providers will include both the PCS 1li-
censees that are the subject of this proceeding and the current

cellular providers. While cellular providers may not be in a

position to immediately offer a full PCS service, they will be in

7. See, e.9., Ameritech Comments, APC Comments, Hewlett Packard
Comments, and Pactel Comments.

8. See e.g., Ameritech Comments, APC Comments, PCN America
Comments, and US West Comments.

9. See e.g., Alltel Comments, AT&T Comments, BellSouth
Comments, Lincoln Telephone Comments, McCaw Comments, and
Rochester Telephone Comments.

10. Cablevision at 6.



a position where they can migrate their current mobile services
to PCS-type services. This means that, under Sprint’s proposal,
the PCS market place will have two cellular competitors, three
PCS licensees, and, potentially, an ESMR competitor. Surely,
five or six competitors should be sufficient to provide a robust
competitive environment.

IV. PCS LICENSE AREAS SHOULD BE COTERMINOUS WITH
CELLULAR MSAS AND RSAS

The Commission tentatively concluded that PCS service areas

should be larger than those licensed to cellular11 and failed to

12

propose MSAs and RSA. The overwhelming response to this pro-

11. Notice of Proposal Rulemaking and Tentative Decision, FCC
92-333, released August 14, 1992, GEN Docket No. 90-314, ET
Docket No. 92-100, ("NPRM") at 60.

12. Wwhile MSAs and RSAs were not among the license areas sug-
gested by the Commission, the general topic of geographic license
size was placed on notice and the parties were given an adequate
opportunity to comment on the issues. Ample case law exists to
support the Commission’s adoption of MSAs and RSAs as the
appropriate geographic license scope. (See, Daniel International
Corp. v. Occupational Safety & Health Review Com. (1981, CAd) 656
F2d 925; Connecticut Light & Power Co. v. Nuclear Regulatory Com.
(1982) 218 App. DC 134, 673 F2d 525, cert den 459 US 835; and
Action Alliance of Senior Citizens v. Bowers (1988, App DC) 846
F2d 1449.) Because parties had ample opportunity to address the
initial comments by many of the parties where MSAs and RSAs were
proposed, any alleged defect in notice is removed and the
Commission has ample justification, on the record, to adopt MSAs
and RSAs as the appropriate license scope.

—-6-




posal was negative. Most commenters supported the use of MSAs
and RSAs for PCS licensing purposes.13

Sprint strongly supports the majority view that small
licensing areas are best for PCS. To the extent that economies
of scale or scope are important in PCS, the after market will
control consolidation. Licenses need not be large, initially, to
encourage deployment. Rather, smaller licenses will encourage
rapid service availability. Holders of small license areas
would be encouraged to build quickly or lose their license. 1In
this way, small rural areas and less attractive urban areas will
quickly receive service. If large service areas are adopted, an
operator would logically phase construction plans to reflect the
relative worth of different sectors of the large service area.
Areas that are most attractive to commercial development will be
served quickly, while less attractive rural areas and depressed
urban areas could languish for years awaiting expansion into
their territory. Smaller service areas, with the incentives of
"build here or not at all," bring far greater pressure to quickly
construct systems.

Further, smaller service areas provide significant op-

portunities for those closely associated with the area to cus-

13. See, e.g., AMTA, BellSouth, Cellular Service, Centel,
Century, Cincinnati Bell, Concord Telephone, CTIA, Department of
Justice, GTE, Lincoln Telephone, McCaw, New York Department of
Public Service, NYNEX, OPATSCO, Point Communications, SNET,
Vanguard and Viacom.
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tomize service to meet customer needs. Large service areas lack
this incentive to meet the needs of specific communities of in-
terest. Additionally, smaller service areas encourage small
business entities to enter the market and do not limit the op-
portunity to participate in PCS to just a few very well financed
mega-corporations.

The Commission is familiar with MSAs and RSAs. Expansion of
this licensing format to PCS would be a relatively simple matter
and one that has great support in the industry. Because of the
benefits associated with small service areas, MSAs and RSAs
should be adopted for PCS licensing.14

V. ELIGIBILITY FOR PCS SHOULD NOT BE PRECLUDED
IF AN ENTITY HOLDS A THIRTY PERCENT OR
LESS PROPORTIONAL MARKET INTEREST
IN A CELLULAR LICENSE FOR THE SAME
OR AN OVERLAPPING AREA
A, Cellular Eligibility

Sprint’s Comments support eligibility requirements for
PCS that encourage wide participation and foster competition.15
Sprint encourages the Commission to adopt PCS eligibility rules

that balance the benefits of participation by cellular providers

against the possibility of anti-competitive behavior. Toward

14, Sprint could support BTAs because they are relatively small
areas and would bring most of the competitive benefits of MSAs
and RSAs. LATAs, MTAs, and National licensees are all overly
large for consideration as appropriate PCS license areas.

15. Sprint Comments at 9.
-8-



that end, Sprint opposes any rule that actually or virtually
prohibits eligibility of non-dominant cellular providers for PCS
licenses in the same or an overlapping area. Sprint’s Comments
recommend that the Commission adopt a rule allowing companies,
including LECs, to apply for PCS licenses in market areas where
they have 30 percent (or less) proportional market interest in a

16 If market areas larger than MSAs are se-

cellular licensee.
lected, Sprint recommends a formula that determines permissible
proportional market interests. This formula first takes the
ownership percent times the overlapping POPs, by county, and then
divides this product by the total market POPs. If the resulting
product is less than 30 percent, the cellular provider should be
eligible to apply for a PCS license in that area.17
Several commenters agreed that the current cellular
ownership standard set forth in Section 22.921 of the Com-
mission’s Rules, proposed in the NPRM to be applied to limit
18

minority ownership in PCS applicants, is overly restrictive. As

pointed out in Sprint’s Comments, this one percent/five percent

16. 1Id. at 10-13.
17. 1Id. at 12.

18. See, e.g., Comments of Vanguard Cellular Systems at 19
Associated PCN Company at 12-14, Citizen Utilities Company at 8,
Cincinnati Bell at 9, and Ameritech at 165.
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(for publicly traded companies) ownership limitation does not
recognize the benefits that cellular providers with minority
interests in particular markets could bring to PCS.19

Some of the comments argue that cellular companies
should be precluded from obtaining PCS licenses in common or
overlapping areas. These comments fail to distinguish between
majority and minority cellular interests and urge total exclusion
of cellular carriers from receiving PCS licenses in their service
areas.20

This approach neither recognizes a lack of control by
minority owners nor does it strike the correct public policy
balance. Cellular providers, in general, possess service and
technology expertise and the ability to obtain capital to rapidly
implement service to the public. These benefits should be recog-
nized, and the Commission should permit the knowledge and cap-
abilities of cellular providers to be harnessed as a pro-
competitive force in developing PCS. Sprint encourages the Com-
mission to specifically tailor its rules to address the anti-
competitive harms it seeks to prevent, and not stifle innovation

by adopting overly exclusionary rules that eliminate the eligi-

bility of minority cellular owners to participate in PCS in their

19. Sprint Comments at 10.

20. See, e.g9., Comments of PCN America at 6-7 and Teleport
Denver at 2-3.
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service area or that prohibit cellular carriers from participa-
ting in PCS licenses outside their majority owned service ter-
ritory.

For these reasons, the NPRM’s proposal to apply the
Section 22.921 ownership attribution standard to PCS is not in
the public interest, because the standard does not take into
account the balance of factors present in today’s telecommuni-
cations marketplace, including the benefits of using existing
expertise and capabilities. A review of the history of Section
22.921 reveals that the rule was not specifically developed for
wireless services. Instead the rule evolved from mass media
ownership rules, and even there the Commission currently is con-
sidering revisions.21

The ownership attribution rules were adopted from mass
media rules as a part of the Commission’s attempt to limit the
number of filings in cellular lotteries. The Commission had
included the 1%/5% ownership attribution standard when it adopted

rules and procedures for selecting Low Power Television ("LPTV")

21. See, Notice of Proposed Rulemaking "In the Matter of Review
of the Commission’s Regulations and Policies Affecting Investment
in the Broadcast Industry," (MM Docket No. 92-51, 7 FCC Rcd.
2654, released April 1, 1992), where the Commission currently is
seeking comment upon raising the basic attribution benchmark for
"widely held" broadcast companies from 5% to 10% and the standard
for passive institutional investors from 10 to 20%, and including
small and minority business enterprises in the "passive"
category.

-11-



licenses from among applicants through random selection lot-

teries.22

When the Commission developed lottery rules for
awarding cellular licenses, it decided to adopt the "very strict
approach [taken in LPTV lotteries] to ownership in competing
cellular applications . . . in order to avoid numerous protracted
challenges to selectees and litigation of that difficult issue
after holding 1otteries."23

Thus, as Cincinnati Bell Telephone ("CBT") points out
in its Comments, the catalyst for the promulgation of 22.921(b)
was an attempt to prevent abuse of the Commission’s lottery

process by "application mills."24

It appears that the ownership
standard was adopted merely to curb multiple applications being
filed for the same cellular license by legally-related entities.
Its application to PCS eligibility standards would be overly

restrictive, and should be rejected. 1Instead, the Commission

should adopt a more reasonable minority ownership standard, such

22. See, 3 FCC 2d 952 at 971 (1983).

23. Amendment of the Commission’s Rules to Allow Selection From
Among Mutually Exclusive Competing Cellular Applications Using
Random Section of Lotteries Instead of Comparative Hearings, 98
FCC 2d 175 at 218 (1984).

24. CBT Comments at 9. See also further discussion in CBT
Comments at 9-13.
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as the one Sprint proposes in its Comments. Such an approach
would be consistent with the more flexible approaches to minority
interests the Commission has taken in other areas.25
B. LEC Eligibility

Sprint supports local exchange carrier ("LEC") eligi-
bility for PCS licenses except where the LEC holds an imper-
missible interest in a cellular provider in the particular market
area.26

Some parties urge that LECs be precluded from providing
PCS in their service areas.27 To the extent the Commission has
any competitive concerns regarding the provision of PCS by LECS,
it can apply non-structural safeguards, as necessary, and non-

discriminatory interconnection requirements, as it has done for

other telecommunications services. The best balance for the

25. See, for example the recent "video Dial Tone" Order, In the
Matter of Telephone Company-Cable Television Cross-Ownership
Rules, CC Docket No. 87-266, released August 14, 1992, 71 RR 2d
66 at 76, fn. 73, wherein the cable-broadcast rules regarding
"cognizable" interests are discussed. Cognizable interests
include partnerships and direct ownership interests but not stock
ownership of less than 5 percent. 1In addition where there is a
single holder of more than 50 percent of the voting stock, no
minority voting interest is cognizable, and limited partnership
interests where the limited partner is not included in management
are not included as cognizable interests. The Commission
proposes to adopt similar affiliation standards for
telephone/cable cross-ownership.

26. Sprint Comments at 12-13.

27. See, e.g., Comments of Personal Communications Network
Services of New York at 21 where the comments speculate that
"both the LECs and cellular service providers would be tempted to
cross—-subsidize their PCS ventures . . ." .).
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Commission to strike is one that permits LECs to incorporate
innovative personal communications service technologies with
local service provision.
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